the carrying charge are "in balance." For example, the
administrative and general expenses component is based on the
ratio of total administrative and general expenses to gross
utility plant less the depreciation reserve. (FPL Response,
Exhibit A, 1L18 - L22.) The ratio is "in balance" because
both the numerator and the denominator are based on total
utility figures. Failure to keep both parts of the ratio on
a consistent basis would lead to a distorted‘ charge for

administrative and general expenses.

11. The tax component of the carrying charge is also "in
balance." (FPL Response, Exhibit A, L23 - L29.) The tax
component is based on the total utility taxes divided by gross
utility plant less the depreciation reserve. Again both the

numerator and denominator reflect total utility figures.

12. The only remaining components of the carrying charge
are the depreciation component and the overall rate of return.
The depreciation component is "in balance" because it is based
on a specific depreciation rate for distribution poles
muitiplied by the ratio of gross to net distribution pole

plant. (FPL Response, Exhibit A, L16 and L17.) The overall



rate of return, by design, applies to total rate base,

including distribution poles.

FURTHER AFFIANT SAYETH NAUGHT.

os Ty ley

Sworn and subscribed before me this

AS ad day of &M&/ , 199 >~
P CAA L
(siﬁ-a%ure of Notary Puklic - State of Florida)

/2604/»(_ ﬁarz.g &ra'\

(Print, Type or Stamp Commissioned Name
of Notary Public)

Personally Known ‘z/on Produced Identification O
Type of Identification Produced

NOTARY PUBLIC STATE OF FLORIDA (Notary Seal)

MY COMISSION EXP, APR.22,1995
BONDED THRU GENERAL INS. UND, .






BEFORE THE
FEDERAL COMMUNICATIONS COMMISSION
WASHINGTON, D.C.

In the Matter of

AMERICAN CABLESYSTEMS OF

FLORIDA, LTD., a

Massachusetts Limited Partnership
d/b/a Continental Cablevision

of Broward County and

CONTINENTAL CABLEVISION OF
JACKSONVILLE, INC., a

Florida corporation,

Complainants,
v. File No. PA-91-0012

FLORIDA POWER & LIGHT COMPANY,

N N N Vat? Nt Nt mt? vt sttt s ittt il St sl st St

Respondent.

TO: The Common Carrier Bureau

AFFIDAVIT OF ALBERT P. FARINELLI, JR.

STATE OF FLORIDA )
) ss
COUNTY OF DADE )

BEFORE ME, this day personally appeared Albert P.
Farinelli, Jr., who being duly sworn, deposes and says that he
has personal knowledge of the following information and such
information is true and correct according to his best

knowledge and belief.

1. My name is Albert P. Farenilli, Jr.; my business

address is 9250 West Flagler Street, Miami, Florida 33174.

EXHIBIT D



I am employed by Florida Power & Light Company as Supervisor

of Accounting Engineering.

2. I graduated from the University of Pittsburgh in
1976 with a Bachelor of Science Degree in Business
Administration. I have attended numerous classes provided by
Depreciation Programs, Inc. in Grand Rapids and Kalamazoo,
Michigan. I have also completed various business courses
sponsored by my various employers pertaining to such subjects

as management, business economics and decision making.

3. I began my professional career in 1966 with
Equitable Gas Company (currently Equitable Resource, Inc.), a
fully integrated natural gas company in the State of
Pennsylvania. I worked in the Property Accounting Department.
My last position at the gas company was Manager of Property
Accounting responsible for the Continuing Property Records
System, valuation of property, preparing all rate base
schedules in rate proceedings, preparing depreciation studies
and the implementation of depreciation rates and the monthly
accruals for depreciation expense. I also testified on behalf
of the gas company before the Pennsylvania and West Virginia
commissions in the areas of rate base, productivity of labor

factors, allocation of cost and depreciation studies.



4. In 1982 I joined Continental Telephone Service
Corporation (CONTEL), an independent telephone company whose
Western Regior_x was located in Bakersfield, California. There
I was responsible for the preparation and filing of
depreciation studies in eleven western states, including
Alaska. I also testified before the commissions in seven of
the eleven states concerning the depreciation studies I was

responsible for preparing.

5. I accepted my present position, Supervisor of
Accounting Engineering in August, 1985. I am responsible for
the ©preparation of the Company's depreciation and
dismantlement studies that are filed with the Florida Public
Service Commission (FPSC) and the Federal Energy Regulatory
Commission (FERC). I am responsible for calculating the
monthly depreciation and dismantlement accruals as well as
continuously reviewing the Company's Property Records and
Reserve Accounting Systems to ensure conformity with FERC and
FPSC requirements. I am also responsible for the reporting of
depreciation information and related plant and reserve
balances in FPL's public filings such as its Annual Report on
Form 10-K and the FERC Form 1. In addition to these
responsibilities, I am responsible for testifying before
commissions such as the FPSC to explain the Company's

depreciation methodologies, procedures and techniques employed



by FPL to develop the rates of depreciation contained in its

detailed and complex studies filed with the commissions.

6. I am a member of the Edison Electric Institute (EEI)
Property Accounting and Valuation Committee, a senior member
of the Society of Depreciation Professionals, the American
Nuclear Society (ANS) and an Associate Member of the American
Gas Association (AGA) Depreciation Committee. I have also
served as the Chairman of the EEI Depreciation Accounting
Committee (currently the Property Accounting and Valuation

Committee) in the 1989-1990 administrative year.

7. This affidavit is in support of the Response of

Florida Power & Light Company to the above-styled matter.

8. FPL provides electric service to approximately 3.5
million customers. Approximately 46% of those customers are
served with overhead services. The equipment to provide
overhead service is significantly different from that used to
provide underground service. The life characteristics for
overhead service equipment is also different from underground
service equipment. Considering the extent of these
differences, the Company developed individual depreciation
rates for subaccount 369.1 - Overhead Services and subaccount

369.7 - Underground Services.



9. In 1987, before the Florida Public Service
Commission (Docket No. 870085-EI), FPL requested a change in
its depreciation rates consistent with its then most recent
depreciation study. That study was the first overall study by
FPL utilizing the remaining life method of calculating
depreciation rates and the development of individual
depreciation rates for subaccount 369.1 and subaccount 369.7.
The change in methods as well as the individual depreciation

rates by subaccounts were approved in FPSC Order No. 17903.

10. Page 377 of the FERC Form 1 was designed consistent
with companies using the whole life method of calculating
depreciation rates. Because the Company was now using the
remaining life method, the prescribed data in the FERC Form 1,
Page 337 was no longer useful to the FERC. After discussing
the issue with FERC personnel, it was agreed that the Company
needed to provide the necessary information that would allow
the FERC to calculate the depreciation rates by FERC account
or subaccounts whichever was consistent with the actual
calculation of the depreciation rates implemented. Therefore,
FPL began presenting plant balances and the related

accumulated depreciation by account or subaccount (such as



subaccount 369.1) consistent with the way the rates were

developed in its response to FERC Form 1, Page 377.

FURTHER AFFIANT SAYETﬁ/NAUGHT,

Sworn and subscribed before me

this < ¥ day of T - , 19 7%,

o lowids (DL
(Signature of Notary Public)
State of/ Florida

Ao rpr . p2 Qeesy
(Print, Type or Stamp Commissioned
Name of Notary Public)

Personally Known __X . OR Produced Identification
Type of Identification Produced

(NOTARY SEAL)

~
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In re: Request of Plorida Power and DOCKET NO. 870085-B1
Light Company for a change in

)
)
depreciation rates effective ) ORDER NO. 17903
January 1, 1987. ;

ISSUBD: 7-24-87

The following COmiaaionou puticipated in the dtlpou-
tion of this matter:

THOMAS M. BEARD .

GERALD L. GUNTER : o :

JOHN T, HERNDON : : )
MICHAEL HcK. ﬁILSON

paoposzn Acxnct Acrxo a
RESCRIBING nzpnzczarxou axrzs ST
BY THE COMMISSION: - %"

K > e ’ ks ‘ll ';:4 i‘;‘:‘“
__"— .-. —* ?‘& - ,é:i:—i
NOTICE is hotcby given by the l'louda Pubuc so:vtco o

Commission that the action discussed hereim is preliminary {n o
nature and will become final unless a person whose interests -
are adversely affected files a petition for formal proceeding .
pursuant to Rule 25-22.029, Plorida Adninilttattyc Code, ey Lol
Rule 25-6. 0436(7), rlorida Adnnistnuvc Codo,'uquiru :
that once every four (4) years, -each jn:udicttoul utiuty
submit a study of the accounttug ' tzeatment . given . its-: -
depreciable property. .‘-In October,’ *1906; ‘uoua "Powes. and I
Light Company (PPL) filed its thcn nost . uecue -study: in’; ‘Docket . ;,_.‘.-
No. 850764-Bl wherein . PPL propoud Lo —c,ilphunt%nw S
depreciation rates to be. observed = retroactive -to  January,
1986. At the November 4, ‘1986 Agenda Conference,” we ‘deferred
final review of the study in order to .allow PPL to update -
various reserve and planning accounts to reflect 1987 levels..
We also requested that PPL include estimated ending. plant ..
balances for 1986 as well as additions for the St. ‘Johns River -
Power Plant (SJRPP) facility. . We approved a Januarty 1, 1987

implemntation date for the new depucution utu vhcn nmny
approved. . T : .

On Janua:y 23. 1987, PPL :u«' an; npdltod K atudy in '...thu -
docket, PPL - uu roquntod j.hat tho( hzopond rates ‘be
implemented on an- interim basis,” fetroacti 0 Janua:y 1.
1987, untu e tinany app:ovod nev . ntu. N ,f- :

B ~L3-( e """'-*" f__‘, gkjg j’ % 'a.., «f,, .

After & pun-inaty ‘review” ot “the” updatod ltudy.
approved the proposed rates on an interim basis pending our ‘
final represcription of rates {n this docket. We specifically
reserved authottti to true-up the expenses generated by those
rates approved in the interim to thc lovol ot .xponnl

generated by nnany apptovcd utu. LR
We last prescribed rates for PPL 1n 1977. bonnqunuuy.‘
an extensive evaluation of the present study vis ©called for.
Moreover, this is the first overall study by PPL uuunn‘ the
maining life method of calculating dcpucuuoa tates llao
»d “reserve -sensitive® depreciation -tiate - design). -
ission staff has extensively analysed the ‘otiginally zuoa
- updated studies and has recommended - that. the last
cribed rates be increased., Having nvu\nd reL's report,
find that PPL's depreciation rates should be teprncubcd



CORRECTIVE RESERVE TRANSPERS - JDITC

The goal of reserve sensitive rate design is to reconcile
the asset investment not yet recovered through depreciation
expenses to the time remaining in which to collect it. In
this, FPL's initial use of the method, a discrete analysis of
reserve accounts was performed by Staff to review the
distribution of the reserves by account. The cummulative
effect of prior rates and allocations has resulted in surpluses
in some accounts and deficits in others. We have traditionally
offset these imbalances by corrective regerve transfers.
However, in the initial use of reserve sensitive rates in the
telephone industry, this approach proved problematic in
accounts carrying significant deficits and having relatively
short remaining 1lives. We believe that the problems
encountered there were due primarily to the fast pace of
technological change prevalent in the telephone {ndustry.
Those factors are not yet present in the electric industry.
Therefore, we find that reserve transfers should be used to
correct deficits in the accounts with relatively short
remaining lives (i.e. PCB contaminated transformers and
capacitors, transportation power operated equipment, and steas
production plants). _ - T _ -

The reserve imbalances outlined above can be corrected
using reserve adjustments related to ‘ the interest
synchronization of Job Development Investment Tax Credits. In
Order No. 16257, issued June 19, 1986 we decided that
depreciation reserve adjustments should be used to properly
allocate investment tax credits so as to offset the appropriate
revenue requirements. Under the . process of . interest
synchronization, one-time and monthly adjustments are to be
recorded as a bottom-line, non-account .specific reserve. ' The
adjustment will be based upon plant balances of assets
generating the credits. The combination of one-time and
" monthly - adjustments for PPL in 1986 :and 1967 totals
$44,113,365. We find that this total should be allocated to
the specific reserve accounts as detailed in Schedule 2.
Beginning January 1, 1988, a monthly adjustment of 8§168,417
shall be booked as a non-account specific reserve adjustment
until base rates are changed., At the next .ceprescription of
depreciation rates, these accumulated anmounts from January 1
forward will be allocated to specific accounts as needed.

AMORTIZATION SCHEDULES (Refer To Schedule 3
1. Production Plant: .

R Uy : Tt Tl

According to FPL's- planning, . its Cutler Plant and Riviera
Unit 4 2 are scheduled for near-tetnm retirement, "FPL has thus
proposed that -these facilities ' be - excluded  from the
depreciation schedules and placed on an amortization schedule
whereby the unrecovered {nvestment (including dismantlement
costs) is amortized over the temaining life of each plant.
This is a rational and effective approach. -We, therefore,
approve these amortization schedules subject to the condition
that any changes due to planning "ot salvage estimates be
tzued-up in the next represcription of tates, . .7 - - .

-

yroe

LT RN

2. Genegal Plant .. il e
EETEEEE BN T e et A

In~ scdordance with the Retirement Unit Rulé Tor Rlectric

Companies promulgated in Docket No. 840204-%U; PPL has proposed

the amortization of certain general plant assets (furniture,



.........

PAGE 3

office equipment, computer equipment,marine transportation
egquipment, storage equipment, portable tools and miscellaneous
equipment). The embedded investments and reserves for each of
these equipment types are shown in Schedule 3, as well as the
associated amortization period as set forth {n the retirement
unit rule and the resultant expense., On a going forward basis,
each vintgage year's additions associated with this equipment
will be amortized over a like period of time. (e.g. 1987
vintage additions for furniture will be amortized over 7 years,
1988 vintage additions will be amortized over 7 years, etc.).
Since it is assumed that additions and retirements for a given
Year occur on the average at mid-year, PPL has proposed that
1/2 year's amortization be taken the first year, a full year's
amortization be taken in the second through seventh years, with
a 1/2 year's amortization taken in the eighth year for a total
of 7 years amortization expense. We find that this approach is
uncomplicated and agrees in principle with our deciaion in
Docket No. 840204-EUC, We, therefore,  approve these .

amortization schedules. : o Tl o

DEPRECIATION RATES

The depreciation components for production plant are based
on current planning estimates of retirement dates and interim
retirement patterns for each plant site. This fepresents PFPL's
first step toward stratification in its development of interim
retirement patterns of each plant site, . Prior approved
components and rates were developed on a primary account basis
and represented the composite of all individual plant sites.
Our staff firmly endorses the concept of determining components
by stratification into groups of assets vith similar lives as
it allows a more accurate assessment of capital recovery
needs. We concur with Staff's endorsement and find that the

ratei proposed by PPL represent an initial step toward this
result, LT

In recognition of .the potential coati”fo;ldilnantlinq and
removing contaminated materials (such as asbestos), PFPL has

included, as part of their proposal for production plant, a

*Discounted Puture Net Salvage® rate which is an add-on to the
remaining life rate, - This approach is similar to that taken
for nuclear decommissioning in that current ratepayers pay
their share of expenses to dismantle the production  facility.
Unlike nuclear decommissioning, - PPL's approach does mnot call
for a funded reserve. . This {ssue is presently a matter of
concern and debate within the industry. : The costs associated
with the dismantlement of fossil fuel plants are largely
undefined. We find that the adoption of PPL's approach at this
time is premature. ‘We f£ind, consistent with our Staff's
recommendation, that these issues are best addressed on a
generic basis. In the {interim, we direct PFPL to separately
identify a dismantlement rate instead of adding {(t into the
remaining life rate, A separate reserve account should also be
established, by plant site, to daccumulate :the accrual of
dismantlement expenses, This .reserve account should be
reported separately from the book resetve  generated by the
standard depreciation rate. . . G oL oL T

PPL and the Jacksonville Electric Authotity completed the
first of two 612 megawatt coal-fired generating unita located
at the 8t, Johns River rolnr“nrut(aal:ni in Apt::o.::.ﬂd'htouhg:

i al barge unloading terminal ate

2 AN A O e T 1088, | #PL pavs 200 of the facility's
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The SJRPP depreciation rates and components, shown in
Schedule 4, are based in part on an interim retirement analysis
of all production plants modified to give consideration to the
environment of a coal-fired unit. The subcategories within
each account will be modified in the future as accounting
records are solidified and operating experience is gained.

Por preliminary booking purposes, FPL was directed to use
the depreciation rates developed for each account of SJRPP
while maintaining data at the subcategory level within each
given account. PPL is hereby granted final approval of these
rates and components, and we direct it to continue studying the
various subcategories in anticipation of the next
represcription. As with the other production plants, the
dismantlement rate and expenses should be maintained {n a
separate reserve account until appropriato treatlent of thclc
type costs are detetmined. 4 -;¢u

At the November 4, 1986, Agenda Conterence, we teviewed
the originally filed depreciation study. We deferred
consideration of the study; however, we approved a January 1,
1987, effective date for depreciation rates finally approved in
that docket. We hereby adopt that decision for final rates
approved under the revised depreciation .study. .Depreciation
expenses booked under the interim rates should, be trued-up to
reflect the incremental dQifference between the mte:in rate:
and the rates apptoved in thil Ordet. 13;'1; : ¥ :

In considetation ot the abovc, 1t 1l.

ORDERED by the rlarida Public 80:v1cc Conntlaion that the
depreciation rates set forth in the body of this Order and in
Schedules 1 and 4, attached to this Order, are app:ovod for the
Plorida Power and Light Company. It il tutth.t .

ORDERED that the correetivo ro-otvo tranute:n aot !ozth 1n
Schedule 2, attached to this o:dor, ate approved.; It . 1- tutthet
ORDERED that the anoztizatiéh”‘lchodulel:
Schedule 3, attachod to this o:der. ato app{ovod

lot out 1n
_It 1. tutthet

_ “of- s ”‘lulued ll
proposed agency action, ‘+ghall - boconn ~#inal * unless ’an
appropriate petition in the form provldod by Rule 25-22.036,
Florida Administrative Code, is received by the Director,
pivision of Records and Reporting, at his office at 101 East
Gaines Street, Tallahassee, Plorida, 32399-0870, by the close

of business on Auqust 13, 1987. It is fucrther “ifﬁv e

By ORDER of eho ilotida Publicd?icrvlec éonmtccton
this __ 24th day ot July ; 7 G

WWN!

PR Ry R, - -_a.--‘. SCml M b o
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NOTICE OF PURTHER paoczznmcs OR_JUDICIAL REVIEW - &

a ',.-r‘_- -

The FPlorida Public “Service Commission is required by'.

Section 120.59(4), Plorida Statutes (1985), to notify parties
of any administrative hearing or _judicial review:of Commission

orders that may be available, as well as the proccdutn and:
time limits that apply to such further . proceedings. - This
notice should not be construed to mean all requests for an’
administrative hearing or judicial review vtll be granted or

result in the relief sought.

. ot
;*~’."‘ ,..' . \ .

The action prOposed ‘herein ia pteltﬁiiu:y in; 'l‘:a\tﬁ'n and
will not become effective or final, cxcopt .a8 ‘provided by Rule -

25-22.029, Plorida Administrative :Code, 7.Any .. ;pecrson - wvhose

substantial interests are affected by : thc action. pto;:oud by
this order may. file a petition for a formal.. ptocudinq.
provided by Rule 25-22.029(4), Plorida Adninututivo cuo. 1n

the form provided by Rule .25-22.036(7)(a) -and ‘!t).'tnotua o
Administrative Code. ' This rtiuon must " be” ncotvod ‘by ‘the’ >
and aopo:ung "at’"his-office at ..

Director, Division of Recor

101 East Gaines Street, Tallahassee, Plorida 32399-0870, by the

close of business on August 13, 1987. -In the absence of such a °

petition, this order shall become effective August 14, 1987 as

provided by Rule 25-22.029(6), Plorida Mminututivc}‘co«. qnd_ _

as reflected in a nubaequent orde:. i

Any objection or protest filed in this docket before’ the

issuance date of this order is considered abandoned unless’ 1t'*_?',-"-1"'
i.a tenwed uithln' tho?} A

satisfies the foregoing conditionl and
specified protelt pctiod._ .

If this o:det boconu £1na1 and ttoctt

by the Florida Supreme Court in the case of an electric, gas or
telephone utility or by the Pirst District Court of Appeal in
the case of a water or sewer utility by £iling a notice of
appeal with the Director, Division of Records and Reporting and
filing a copy of the notice of appeal and the filing fee with
the appropriate court. This filing must be completed within
thirty (30) days of the effective date of this order, pursuant
to Rule 9.110, PFlorida Rules of Appellate Procedure. The
notice of appeal must be in the form specified in Rulo
9.900(a), Plorida Rules of Appellato Ptoeeduti..i; o

. me

" August 14.
1987, any party adversely affected may’ cequest: ‘Judicial review
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ACCOUNT

STEAN PRODUCTION

3110 316 Sanford

311 10 316  Cape Canaveral
311 70 316 Martin

L 10316 Riviera 82
31170 3le  Riviera $33% M4
3l T0 316 ft. myers

31170 316 Manatee

3 10 316 FL. Lauderdale
311 10 316  Port Everglades
31110 316 Cutler

31 10 316 Iurke‘ foint

311 70 316 St.Johns River Power Park

NUCLEAR PRODUCT1ON

St. Lucie

321 10 325 .
32 Turkey Point

OTHER PRODUCTION

34170 346 Putnas

4110 336 FL. Myers 61

341 10 346 fL. Lauderdale 61

341 70 346 PL. Everglades 67
TRANSHISSION PLANT

350.2 Easesents

392.0 Structures & lsprovesents

353.0 Station Eguipeent

334.0 Towers & Fiatures

355.0 Poles & Fittures

3%.0 O Conductors & Devices

352.0 UG Conduit .

338.0 US Conductors & Devices

359.0 Roads & Trails

SCHEDULE 1 PAGE 1 of
FLORIDA POWER & LIGHT COMPANY
. 1987 Stupy
Depreciation Rates and Cosponents
COMMISSION APPROVED
AVERAGE REMAINING
REMAINING  NEY 800K LIFE  DISMANILING
LIFE SALVAGE  RESERVE RATE RAIE
B €753 At ¢ § RSt $ § Rt 1) - ¢4 it

18.8 ‘12.0 45.0 3.6 1.2
A S S

LS YEaR iuoatffAtxow
10.2 zls.s K] {.1 2.2
13.3 15.0 62.9 3.9 1.9
22.6 (2.5 29.1 3.5 0.6
8.9 ‘ld.d 87.0 5.0 3.2
10.7 15.8 69.4 4.3 2.0

2.9 YEAR AMORTIZATION
14.6 fxe.s; 6.3 4.3 1.9
31.7 14.3 0.0 3.6 1.0
2.7 }5.4; 18.1 3.2 0.0
18.4 7.8 25.4 4.5 0.0
2.7 {3.0) 43.6 2.7 0.2
12.3 0.0 64.5 2.9 0.0
4.6 0.0 .9 6.1 0.0
4.5 0.0 .5 LW 0.0
$6.0 0.0 10.2 1.6 n/A
4.0 (5.0) 20.6 1.9 N/A
27.0 10.0 5.6 2.4 N/A
41.0 15.0 12.0 2.5 N/A
27.0 30.0§ 3.9 3.4 N/A
7.9 30.0 9.6 3.7 N/A
45.0 0.0 28.9 1.6 N/A
2.0 0.0 40.3 2.5 /A
§9.0 0.0 13.9 1.3 K/A
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PAGE 7 FLORIDA POVER & LIGHT CONPANY
1987 stupY -
‘Depreciation Rites sad Components
COMMISSION APPROVED
AVERAGE RERATNING
ACCOUNY REMAINING  WET  go0t IFE  DISHANI
LIFE  SALVAGE  RESERVE fm msw‘
Temeemss “Tyesy™ Wy 4
STEM P Tiou (14 44 [$4) m’ 4]
DISTRISUTION PLANT
31.0 st oveses . . .7 )
i AEDem. B M OB oM o#
‘ { ] v (] - L] -
g gemmimel B3 @d otoHood
w1 gEmcEEL g8 o4 BoHooMo
%77 15. Conduct., Direct Buri 136 090 259 524 e
338.0 lm Transforeers 18.9 (m .0 2.2 4.4 ﬂt
368.1 %u:mm ra lms 18.9 10.0 7.2 4.4 A
g1 i S L pesw ouow
5?:3 ’ "' ) . “1§ - 2323 .:.-.;3ng .'.aig ) :;l:
- ’n J o o - v o ' .
3730 Stmus: 'ﬂ L Wa (e iu 65 WA
3%0. Structeres § mts =16,
391. omcc mexf.q' 'Y ]
391. ffice mmoms AN
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ORDER NO. 17903 . SCHEDULE 2
* DOCKET NO. 870085-EI1 .

PAGE 8 B
COMMISSION APPROVED
Calculated _

-1-87 Theorstical = Reserve Resta
Book Reserve lesarve Jeansfer —Rese
Riviera #3 & #4 34,470,492 40,503,934 6,033,442 40,503
Ft. Myers 31,478,622 37,046,869 $,568,247 37,046
Ft. Lauderdale 23,891,465 29,034,510 ~ 5,143,045 29,034
Port Everglades 74,707,028 89,049,626 14,342,598 89,049
Turkey Point 34,796,102 42,039,363 S, 317,827 40,113
Line Transformers 351,691 " 8,051,691 . 7,700,000 - 8,051

Power Operated Equip. (Trans.) ( 8,206) 1,123,786 8,206

JOIC Adj. for 1986 & 1987 44,113,365 (44,113,365)
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ORUZR 0. 17903
DOC. LT d0. C70085-E1

Yast 19

SCHEDULE 4

ST. JOHNS RIVER POWER PARK UNIT NO. 1

311 STRUCTURES & IMPROVEMENTS
311.) $S1te Preparstion § imsprowements
311.2 Water Supply & Vaste lster Systems
3113 Buli1dings = Service & Support
311.4 Bulidings - Boller § Qontrol
311.9 Clrculating Water Systemas / Structures

Tots! Account 3t

312 BOILER PLANT EQUIPMENT
312.1 Coal Unloeding, Storage & Trensfer
312.2 Plping
312.3 Alr Supply end Dratt Systems
312.4 Alr Quality Control Systems (AQCS)
312.5 Flue Ges Desulferization Systems (FGDS)
A} FGDS Structures
B) FGDS Eqipment
312.6 Solld waste Hand)ing
312.7 Solier Equipment & Accosories
312.8 Feedwater & (ndensate Systems

Total Account 312

314 TURBOGENERATOR EQUIPMENT
314.! Turdine Gemergtor
314.2 Condenser end Auxtileries
314.3 Clrculsting VWater Systems .
314.4 Coolling Towers & Support Systems

Tote) Account 314

315 ACCESSCRY ELECTRIC EQUIPMENT
315.) Aux Fower TX's & Emsrgency Powr Sys
31%.2 Conduits, Conductors & I(nsulstors
315.3 Flue Gas Desulfersstion Systems (FGDS)
31%.4 Precipltator :
315.% Control Bosrds, Switctgesr end MCC Sys

Totsl Account 319

PAGE 1 of 2

DISCOUNTED  REMAINING REMAININC
PROPOSED FUTIRE LIFE LIFE OEP.
ESTIMATER T (V34 DEPRECIAT 10N RATE
LIFE SALVAGE  'SALVAGE RATE w/DFNS
3% - «25.08 ole7s - 3.48 S.15
33.0 «25.08 o188 3.8 .. 598
34.8 «25.0% T 3.68 $.3%
3.8 «2%.0% «le73 .68 9.33%
3601 ‘2500’ "!7‘ 30“ ’-'S
3%.7 «2%9.08 1.7 3.5% S.23
2642 14408 lel8 4.48 5.4%
3.8 «14.0% «0.9% 3.08 4.C2
”0‘ -ll.O’ ".“ "” “7;
26.6 «14.08 o118 C 438 88
30.4 =]4.0% )08 3.88 el
‘0.0 -“o“ '00” 20” . oo t‘a
24.2 «14.08 etol$ 4.75 B %
345 =108 ~1+08 3.3 .
3.5 =108 «0.9% 3.0% " AR
3.5 TW. § 1,08 .68  Pe6
31.9 -M.OS 1.03 7Y JEER L%
26.3 908 0.7 4l P
34.0 9,08 N Tl 328 3.8
5.8 =5.08 . =068 _3.08 37
38.9 .  «D.08 0,68 2408 3.4
30.9 $.0% 0.78 - 3.6% &
34.3 =12.0% =0.8% Se38 &.
36.9 .'20“ '00.‘ "“ 3.
2%5.9 -|2o°’ '0.” ‘03’ S.
29.4 «12.08 «0.9% 3.88 4.
27.7 =}2.08 =0.93 M &
29.9 «12.0% 0.9% 3.8 a.
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6 MISCELLANEQUS POWER PLANT EQUIPMENT

316.} Communications
316.2 Compressed Alr

1isd G
S1z.4 Fo
A)
8)
)
D)
E}
F)
G)
H)

neral Plant Equlpment

wr Generstion Eqiipoent
Eqlipment -~ Gensral
Eqlpment - thawy
€Eqlpment - Light
Management {nformetion System
Fleet Service Vehicles
Warelouse Tooils
HBench Stock
Redlo Equipment & Misc.

Total Account 16

45720786 - TOTAL SJRPP UNIT #1

SCHEDULE 4 PAGE 2 of 2

DISCOUNTED  REMAINING REMA ININ
PROPOSED FUTURE LIFE LIFE DEF

ESTIMATED NET NET DEPRECIATION RATE
LIFE SALYAGE SALVAGE RATE w/DFNS
15.0 2.58 0.3% " 6458 6.3:
25.8 2.5% 0.2% 3.88 3.6§
34.9 2.5% 0.2% 2.8% 2.6%
9.7 2.5% 0.3% 10.08 9.7:
’ '07 205’ 003’ 803‘ D.C:
15.0 2.5% 0.3% 6.58 6.2°
5.4 2.5% 0.6% 16.08 17.4
8.0 2.53 0.4% 12.23 1.8
113 2.5% 0.3% 8.6% 8.3
16.0 2.5% 0.3% 9.8% 9.4
e} 2.9% jo” 20_71 2._‘_:
20.2 2.%% 0.38 613 X
3'.9 "‘o“ 'n" 307‘ 407'
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BEPORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: - Request of Florida Powver and } DOCKET MO. $70085-EI
Light Company for a change in }
depreciation rates effective ) ORDER 0. 17903
January 1, 1987. )

} ISSUED: 7-24-87

The following Commissioners participated in the disposi-
tion of this matter:

THOMAS M. BEARD

GERALD L. GUNTER

JOUN T. HERNDON
MICBARL McK. WILSON

OF PROPOSED AGENCY ACTIONM

ORDER REPRESCRIBING DEPRECIATION RATES
8Y THE COMMISSION:

NOTICE is hereby given by the Plorida Public Service i
Commission that the action discussed herein is prelisimary in ;
nature and will become final unless a person whose interests

are adversely affected files a petition for formal proceeding

pursuant to Rule 25-22.029, Plorida Administrative Code.

Rule 25-6.0436(7), Plorida Administrative Code, requires
that once every four (4) years, each Jjurisdictional utility
submit & study of the accounting treatment given its
depreciable property. In October, 1986, Plorida Power and
Light Company (FPL) filed its then most recent study in Docket
No. 850764-Z1 whegein PPL proposed to isplement anew
depreciation rates to be observed retroactive to January,
1986. At the bdNovember 4, 1986 Agenda Conference, we deferred
final review of the study in order to allov PPL to update
various reserve and planning accounts to reflect 1987 levels.
We also requested that PPL include estimated ending plant
balances for 198¢ as well as additions for the St. Johas River
Power Plant (SJRPP) facility. We approved a Januaty 1, 1987
implementation date for the newv depreciation rates when finally
approved.

Oa January 23, 1987, 'FPL filed an updated study in this
docket. FPPL also requested that the proposed cates be
isplemented on an interim basis, retroactive to January 1,
1987, until we finally approved new rates.

After a preliminary review of the updated study, ve
approved the proposed rates on an interim basis pending our
final represcription of rates in this docket. We specifically
teserved authority to true-up the expenses generated by those
rates approved in the interim to the level of expenses
generated by finally approved rates.

We last prescribed rates for PPL in 1977. Consequently,
an extensive evaluation of the present study was called for. :
Moreover, this is the first overall study by FPL utilizing the i
remaining life method of calculating depreciation cates (also -
called “reserve sensitive® depreciation cate design). The
Commission Staff has extensively analyzed the originally filed
and updated studies and bhas recommended that the last
prescribed rates be increased. Having reviewed PPL's report,
we find that PPL's depreciation rates should be represcribed
consistent with Staff's recommendation. S5ee Schedule 1 for the
detailed rates and components approved by this order. .
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CORRECTIVE RESERVE TRANSPERS - JDITC

The goal of reserve sensjitive rate dJdesign is to ceconcile
the asset investment not yet recoversd through depreciation
expenses to the time remaining in which to collect {t. In
this, PFPL's initial use of the method, a disctete analysis of
teserve accounts wvas performed by Staff to cteview the
distribution of the reserves by account, The cumsulative
effect of prior rates and allocations has resulted in surpluses
in some accounts and deficits in others. We have traditiomally
offset these ([mbalances by corrective reserve transfers.
Bovever, in the initial use of reserve sensitive rates in the
telephone {industry, this approach proved problematic in
accounts carrying significant deficits and haviag celatively
short remaining 1lives. We Dbelieve that the probdblems
encountered there were due primarily to the fast pace of
technological change prevalent in the telephone industry.
Those factors are not yet present in the electric industry.
Therefore, we find that reserve transfers should be used to
correct deficits in the accounts with relatively short
cemaining lives (i.e. PCB contaminated transformetrs and
capacitors, transportation power operated equipment, and steam
production plants). .

The reserve {imbalances outlined above can be corrected
using reserve adjustments related to the interest
syachronization of Job Deveiopment Investment Tax Credits. In
Order No. 16257, fissued June 19, 1986 we decided that
depreciation reserve adjustments should be used to properly
allocate investment tax credits so as to offset the appropriate
revenue requirements. Under the process of interest
synchronization, one-time and monthly adjustments are to be
tecorded as a bottos-line, non-account specific reserve. The
adjustwent will be Dased upon plant balances of assets
generating the credits. The combination of one-time and
monthly adjustments for PPL in 19€¢ and 1987 totals
$44,113,365. We find that this total should be allocated to
the specific reserve accounts as detailed im Schedule 2.
Beginning January 1, 1988, a monthly adjustment of $168,417
shall be booked as a non-account specific resecve adjustment
until base rates are changed. At the next represcription of
depreciation rates, these accumulated amounts fros January 1
forvard will be allocated to specific a ts as ded

AMORTIZATION SCHEDULES (Refer To Schedule 3)

1. Production Plant

According to PPL's planniag, its Cutler Plant and Riviera
Unit § 2 are scheduled for near-term retiresent., FPL has thus
proposed that these facilities be axcluded from the
deprecistion schedules and placed on an amortizatioan schedule
wheredy the untecovered ({nvestsent (including dismantlement
costs) 1is amortized over the remaining life of easch plant.
This s a rational and effective approach. We, therefore,
approve these smortisation schedules subject to the condition
thet any changes due to planning or salvage estisates be
trued-up in the next represcription of rates.

2. Gesneral Plant

Ia accordance vith the Retirement Unit Rule for EBlectric
Companies promulgated ia Docket No. 840204-EU, PPL has proposed
the asmortiszation of certain general plant assets ({furniture,
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office equipment, computer equipment.,marine transportation
equipment, storage equipment, portable tools and miscellaneous
equipment). The embedded investments and reserves for each of
these equipment types are ahown in Schedule 3, as well as the
associated amortization period as set focth in the cetirement
unit tule and the resultant sxpsnse. On a going forward basis,
each vintgage year's additions associated with this equipwent
will be amortized over a like period of time. (e.g. 1907
vintage additions for furniture will be amortized over 7 years,
1988 vintage additions will be amortized over 7 years, etc.).
Since it is assumed that additions and reticrements for s given
year occur on the average at aid-year, PPL has proposed that
1/2 year's amortization be taken the first year, a full year's
amortization be taken in the second through aseventh years, with
a 1/2 year's amortiszation taken in the eighth year for a total
of 7 years amortization expense. We find that this approach is
uncomplicated and agrees in principle with our decision in
Docket Mo, 840204-20. Ve, therefore, approve these
amoctization schedules.

DEPRECIATION RATES

The depteciation components for production plant acre based
on cucrent planning estisates of reticement dates and interinm
tetirement patteras for each plant gite. This represents PPL's
ficst step toward stratification in its development of interim
retirement patteras of each _plant site. Prior approved
components and rates were developed on a primary account basis
and represented the coaposite of all individual plant sites.
Our Staff ficmly endorses the concept of determining components
by stratification into groups of assets with similar lives as
it allows a more accurate assessment of capital cecovery
needs. We concur with Staff‘'s endorsement and find that the
ute: proposed by PFPL tepresent an initial step toward this
result.

In recognition of the potential costs for dismantling and
removing contaminated materials (such as asbestos), FPL has
inciuded, as part of their proposal for production plant, a
"Discounted Puture Net Salvage® rate which is an add-on to the
remaining life rate. This approach is similar to that taken
for nuclear decoamissioning in that curcrent catepayers pay
their share of expenses to dismantle the production facility.
Unlike nuclear decommissioning, PPL's approach does not call
for a funded ceserve. This issue is presently a matter of
concern and debate within the industry. The costs associated
with the dismantlement of fossil fuel plants are largely
undefined. We find that the adoption of PPL's approach at this
time is premature. We find, consistent with our Staff's
recommendation, that these issues are bhest addressed on a
generic basis. In the interim, we direct PPL to sepacrately
identify a dismantlement rate instead of adding it into the
temaining life rate. A separate resetve account should also be
established, by plant site, to accumulate the accrual of
dismantlement exzpenses. This teserve account should be
reported sepatately from the book reserve genecated by the
standard depreciation rate.

PPL and the Jacksonville Blectric Authority completed the
first of two 612 megawvatt coal-fired generating units located
at the St. Johns River Power Park (SJRPP) in April, 1987. Uait
2 and a coal barge unloading terminal are expected to be
operational in October, 1988. FPL pays 208 of the facility's
total cost. :
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The SJRPP depreciation rates and components, showa In
Schedule ¢, are based in pact on an interim retirement analysis
of all production plaants modified to give considerstion to the
environment of a coal-fired unit. The subcategories vwithin
each account will be modified in the future as accounting
records ace solidified and operating experience is gained.

for preliminary booking pucrposes, FPL vas directed to use
the depreciatfon rates developed for each account of SJIRPP
vhile maintaining data at the subcategory level within each
given account., PPL (s hereby granted final approval of these
rates and cosponents, and ve direct it to continue studying the
vacious subcategories in anticipation of the next
teprescription. As with the other production plaants, the
dismantiement rate and expenses should be saintained (n a
separate reserve account until]l appropriate treatment of these
type costs are determined.

At the November 4, 1986, Agends Conference, ve ceviewed
the originally f£fled depreciation study. We deferced
consideration of the study; however, ve approved a Januaty 1,
1987, effective date foc deprectiation rates finally approved in
that docket. We bhereby adopt that decision tor final rates
approved under the revised depreciation study. Depreciation
expenses booked under the interim rates should bde trued-up to
reflect the incremental difference betveen the interim crates
and the rates approved in this Order.

In consideration of the above, it (s

ORDERED by the Florfda Public Service Commission that the
depreciation rates set forth in the body of this Order and in
Schedules 1 and 4, attached to this Order, ace appctoved for the
florida Power and Light Company. It is further

ORDERED that the corrective reserve transfers set forth (n
Schedule 2, attached to this Order, are approved. 1t is further

ORDERED that the amortization schedules set out in
Schedule 3, attached to this Order, are approved. It is further

ORDERED that the effective date of the nev rates and
schedules is January 1, 1987. It is turther

ORDERED that the provisions of this Order, flesued as
ptoposed agency action, shall Dbecome (inal dunless an
appropriste petition im the form provided by Rule 25-22.03¢,
Plotida Administrative Code, 1is received by the pitrector,
Division of Records and Reporting, at his office at 101 East
Gaines Street, Tallahassee, Florida, 32399-0870, by the close
of business on August 13, 1987, It is fucther

9y ORDER of the Plorida Public Service Commission
this _ 24ch day of July . 1907,
STEVE IRIBBLE, dlrector

pPivision of Records and Reporting
(seaL)

RLJ v ?ﬁ Bureau E Hecorus




